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On Feb. 23 in London, Citibank senior executive William Rhodes told a conference on Latin America
that the US debt strategy could undermine economic progress in the region if steps are not adopted
in the near future to enhance public sector support. The conference was sponsored by the InterAmerican Development Bank. Rhodes said, "The current strategy has positioned the debt crisis
at a turning point...If not managed carefully, the strategy could undermine progress to date and
leave future financing for much of Latin America entirely to government sources...Resources made
available by the public sector to support debt reduction are proving insufficient." The banker called
on wealthy countries with trade surpluses to follow Japan's example by establishing financial
resource recycling programs that would assist Third World economic development. Rhodes added
that the Paris Club of government creditors could aid Latin America by further stretching out of
restructurings and grace periods, and reducing interest rates. Rhodes asserted that US Treasury
Secretary Nicholas Brady's debt reduction program ignores new bank lending, by using official
funds to enhance debt reduction only. "Many banks feel that this signal, and others that they have
been receiving from some public officials, stress debt reduction only, not new money, and they are
responding accordingly." Rhodes made several suggestions to alleviate Latin American economic
problems. He said multilateral institutions such as the International Monetary Fund and World
Bank could give debtor countries greater flexibility in deciding how much official funds should
be assigned to specific debt reduction options. At present, the two institutions provide debtors
with funds that are pre-allocated within a series of debt reduction options developed in the course
of restructuring negotiations with commercial bank creditors. Rhodes suggested that the World
Bank consider making its new extended co-financing operation available to countries emerging
from restructuring, particularly Chile, Mexico, Uruguay and the Philippines. He said Colombia,
which has never rescheduled debt, should be a leading candidate for the program. Next, Rhodes
called for enhancement funds to be provided by official creditors early in the debt reduction process
rather than later disbursement in installments. "A group of commercial banks recently completed
a $1.2 billion bridging to the enhancements for Mexico only with great difficulty and after long
negotiations," he said. (Basic data from Reuters, 02/23/90)
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